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RULES  AND  REGULATIONS 


Title  24 — Housing  and  Urban  Development 

CHAPTER  XX— OFFICE  OF  ASSISTANT  SEC¬ 
RETARY  FOR  CONSUMER  AFFAIRS  AND 

REGULATORY  FUNCTIONS,  DEPART¬ 
MENT  OF  HOUSING  AND  URBAN  DE¬ 
VELOPMENT 

(Docket  No.  R^76-394] 

PART  3500— REAL  ESTATE  SETTLEMENT 
PROCEDURES  ACT 

The  Real  Estate  Settlement  Proce¬ 
dures  Act  Amendments  of  1975  (herein 
the  "RESPA  Amendments”) ,  signed  Into 
law  January  2,  1976  (Pub.  L.  94-205), 
made  significant  changes  in  the  Real 
Estate  Settlement  Procedures  Act  of 
1974  (RESPA),  (Pub.  L.  93-533),  12 
UjS.C.  2601,  et  seq.  The  RESPA  Amend¬ 
ments  repealed  the  original  require¬ 
ments  of  advance  disclosure  (section  6), 
the  disclosure  of  the  previous  selling 
price  (section  7)  and  the  Truth-in- 
Lending  provisions  of  section  4.  In  their 
place  lenders  are  required  to  provide 
borrowers,  at  time  of  loan  application, 
good  faith  estimates  of  settlement  costs. 
Persons  conducting  settlement  are  re¬ 
quired  to  provide  borrowers  with  an  op¬ 
portunity  to  inspect  their  settlement 
statements  one  day  prior  to  settlement. 
The  RESPA  Amendments  authorized 
the  suspension,  until  June  30.  1976,  of 
the  RESPA  provisions  dealing  with  ad¬ 
vance  inspection  of  the  Uniform  Settle¬ 
ment  Statement,  use  of  the  Special  In¬ 
formation  Booklet  and  the  provision  for 
good  faith  estimates,  to  allow  for  orderly 
implementation  and  public  comment  on 
these  provisions. 

On  January  9,  1976,  regulations  were 
Issued  under  this  part  (41  FR  1672)  to 
conform  Regulation  X  to  the  RESPA 
Amendments.  These  regulations  are  now 
superseded  by  the  following  Regulation 
X  effective  June  30, 1976. 

On  March  29.  1976  (41  FR  13032)  the 
Department  issued  a  notice  of  proposed 
rule-making  with  respect  to  the  Real 
Estate  Settlement  Procedures  Act.  This 
proposal  would  implement  the  entire 
RESPA  program  including  certain  sus¬ 
pended  provisions,  and  would  make  vari¬ 
ous  technical  and  editorial  changes. 

Over  240  comments  were  received  and 
the  Department  is  now  issuing  a  final 
rule  which  adopt  various  changes  to  the 
proposed  regulations.  These  changes  are 
set  forth  hereinafter.  Most  of  these 
changes  are  in  response  to  comment, 
however  the  Department  is  making  cer¬ 
tain  other  modifications  at  its  own  initia¬ 
tive.  Of  the  technical  changes  being  made 
hereby,  of  principal  note  is  the  recodifl- 
cation  of  these  RESPA  regulations  un¬ 
der  24  CFR  Chapter  XX.  In  the  time 
since  the  first  RESPA  regulations  were 
issued,  the  Department  has  established  a 
new  Assistant  Secretary  for  Consumer 
Affairs  and  Regulatory  Functions  to 
whom  responsibility  for  the  program  has 
been  delegated,  41  FR  19365.  Since  parts 
0-199  are  reserved  under  Subtitle  VIII 
to  the  use  of  the  Secretary,  these  RESPA 
regulations  should  properly  now  be  in¬ 
corporated  in  Chapter  XX  and  are  there¬ 
fore  being  recodified  in  that  Chapter  as 
Part  3500. 


Summary  or  RESPA  Provisions 

General.  While  many  comments  sub¬ 
mitted  indicated  general  acceptance  of 
RESPA  requirements,  there  were  numer¬ 
ous  specific  comments  directed  at  im¬ 
proving  or  deleting  particular  sections. 
Only  a  few  commenters  called  for  the 
outright  repeal  of  RESPA  on  the  grounds 
that  these  provisions  would  not  assist 
consumers,  but  would  create  unnecessary 
work  for  lenders  and  additional  costs  to 
consumers.  Many  commenters  felt  that 
lenders  should  be  given  considerable  flex¬ 
ibility  in  implementing  RESPA  provi¬ 
sions  because  of  the  wide  variations  of 
settlement  procedures  between  localities. 
The  regulations  have  been  amended  to 
achieve  flexibility. 

Coverage.  Coverage  of  RESPA  and 
Regulation  X  has  been  restricted  to  first 
mortgage  loans  secured  by  1-4  family 
residential  properties  made  by  a  federally 
regulated  or  insured  lender  (see  f  3500.5) . 
Included  in  the  definition  of  a  “federally 
related  mortgage  loan”  is  the  refinancing 
of  land  sales  contracts  where  the  pro¬ 
ceeds  of  the  loan  are  used  to  finance  the 
acquisition  of  legal  title  pursuant  to  the 
land  sales  contract.  Otherwise,  if  legal 
title  is  not  transferred  to  the  purchaser 
upon  execution  of  the  contract  the  trans¬ 
action  is  not  oovered  by  the  regulations. 
Loans  eligible  for  but  not  intended  to  be 
sold  by  the  originating  lender  to  the  Fed¬ 
eral  National  Mortgage  Association 
(FNMA),  Government  National  Mort¬ 
gage  Association  (GNMA),  or  the  Fed¬ 
eral  Home  Loan  Mortgage  Corporation 
(FHLMC),  or  to  a  financial  institution 
from  which  it  is  to  be  purchased  by 
FHLMC  are  exempt.  Also  exempt  are  all 
construction  loans,  assumptions,  nova¬ 
tions,  and  sales  or  transfers  subject  to  a 
preexisting  loan  (except  as  noted  in 
i  3500.5(d)  (4,  5  &  6)  of  the  regulations) . 

Reliance  upon  Rule,  Regulation,  or  In¬ 
terpretation.  The  Secretary  is  authorized 
by  section  19  of  RESPA  to  prescribe  such 
rules,  regulations  and  interpretations  as 
are  necessary  to  achieve  the  purposes  of 
RESPA.  Any  act  done  or  omitted  in  good 
faith  in  conformity  with  such  rules,  regu¬ 
lations  or  interpretations  will  not  result 
in  liability  under  the  Act  or  state  law. 
Rules,  regulations  or  interpretations  have 
been  defined  to  include  Regulation  X, 
the  Uniform  Settlement  Statement 
(HUD-1)  and  Appendices  to  Regulation 
X.  A  number  of  commenters  suggested 
that  this  definition  be  extended  to  writ¬ 
ten  statements  from  the  Secretary,  Gen¬ 
eral  Counsel,  and  Assistant  Secretary  for 
Consumer  Affairs  and  Regulatory  Func¬ 
tions.  Where  a  question  arises  as  to  the 
application  of  a  provision  (except  for 
Section  8  of  RESPA  and  related  issues), 
to  a  specific  fact  situation,  the  Assistant 
Secretary  for  Consumer  Affairs  and  Reg¬ 
ulatory  Functions  may  issue  a  written 
response.  Such  response,  however,  would 
not  constitute  an  “interpretation”  pur¬ 
suant  to  Section  19  of  RESPA.  Where  the 
situation  is  a  product  of  state  law  or 
otherwise  likely  to  recur,  the  Secretary 
may  issue  a  binding  interpretative  ruling 
by  appending  said  ruling  to  Regulation  X 
and  by  publication  of  the  letter  of  inter¬ 
pretation  in  the  Federal  Register. 


Special  Information  Booklet  and  Good 
Faith  Estimates.  The  proposed  regula¬ 
tions  required  the  lender  to  provide  the 
borrower  with  a  Special  Information 
Booklet  no  later  than  one  day  after  the 
lender  receives  or  prepares  a  written 
mortgage  loan  application  on  an  applica¬ 
tion  form  or  forms  normally  used  by  that 
lender.  A  number  of  commenters  indi¬ 
cated  that  It  would  be  extremely  difficult 
to  provide  the  good  faith  estimates  within 
one  business  day  of  receipt  where  the  ap¬ 
plication  le  received  by  an  agent  who 
normally  would  not  provide  such  esti¬ 
mates.  The  Department  has  modified  the 
proposed  regulations  to  meet  this  con¬ 
cern  by  allowing  up  to  three  business 
days  after  loan  application.  The  Intent  of 
the  regulations  Is  to  provide  the  good 
faith  estimates  as  soon  as  possible. 

The  proposed  regulations  of  March  29 
provided  for  inclusion  in  the  Special  In¬ 
formation  Booklet  of  information  where 
the  lender  required  use  of  a  particular 
provider  or  three  or  less  providers  for  a 
particular  service. 

The  regulations  published  for  effect 
instead  require  a  statement  as  part  of 
the  good  faith  estimates  where  the 
lender  requires  a  particular  provider  to 
be  used.  The  revised  requirement  only 
applies  where  one  provider  is  required  to 
be  used  by  the  lender,  and  only  requires 
Identification  of  the  provider  and  a  state¬ 
ment  whether  the  provider  has  a  business 
relationship  with  the  lender.  There  is  no 
requirement  to  describe  the  business  re¬ 
lationship.  Numerous  comments  were 
received  objecting  to  the  proposed  re¬ 
quirement  for  a  statement  whether  other 
providers  would  provide  the  service  at  a 
lower  cost.  That  requirement  has  been 
deleted. 

In  such  cases,  the  lender  is  required 
to  base  the  estimate  of  the  charge  on 
the  lender’s  knowledge  of  charges  im¬ 
posed  by  the  selected  provider.  These  re¬ 
quirements.  which  are  contained  in  Sec¬ 
tion  3500.7(b)  and  (e) ,  are  issued  pursu¬ 
ant  to  RESPA  Section  5(c) .  It  should  be 
noted  that  House  Report  No.  94-667  re¬ 
garding  the  RESPA  amendments  stated 
at  page  5:  “Where  the  lender  will  arrange 
to  have  a  settlement  service  provided  by 
a  particular  provider,  the  prospective 
borrower  should  be  so  informed  and  the 
estimates  given  should  reflect  the  lend¬ 
er’s  knowledge  of  the  cost  of  that 
service.” 

Form  of  Good  Faith  Estimates.  Section 
5(c)  of  RESPA  requires  that  the  lender 
provide  the  borrower  with  the  booklet 
and  a  good  faith  estimate  of  the  amount 
or  range  for  each  charge  for  specific  set¬ 
tlement  services  that  the  borrower  is 
likely  to  incur  in  connection  with  the 
settlement.  In  the  March  29th  proposed 
rules,  good  faith  estimates  were  required 
for  a  subset  of  settlement  charges.  Com¬ 
ment  was  made  to  the  effect  that  esti¬ 
mates  for  charges  computed  on  the  basis 
of  the  actual  date  of  settlement  (reserves 
and  prepaid  items)  could  not  be  pro¬ 
vided.  Based  on  public  comments.  Regu¬ 
lation  X  was  revised  to  require  that 
lenders  provide  good  faith  estimates  for 
all  settlement  services  reported  in  Sec¬ 
tion  L  of  the  Uniform  Settlement  State-  ■ 
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ment  except  item  903  and  series  1000 
(Reserves  Deposited  with  Lender) .  With 
respect  to  item  901  (Prepaid  Interest) 
and  902  (Prepaid  Mortgage  Insurance 
Premium)  the  lender  is  required  to  state 
the  maximum  amount  which  can  be  col¬ 
lected  at  settlement.  The  lender’s  reserve 
requirements  were  not  included  in  the 
required  disclosure  because  the  date  of 
settlement  and  other  variables  are  not 
usually  within  the  lender’s  knowledge  at 
time  of  loan  application  and  represented 
a  considerable  origination  burden. 

The  techniques  used  to  develop  the 
good  faith  estimates  for  either  approach 
have  not  been  specified  in  the  regulations 
and  are  left  to  the  lender.  The  Depart¬ 
ment  recognizes  that  there  are  several 
ways  of  arriving  at  good  faith  estimates 
and  the  regulations  do  not  restrict 
lenders  to  any  specific  approach.  How¬ 
ever,  under  Section  3500.7(b),  the  esti¬ 
mate  of  the  amount  or  range  of  cost  must 
bear  a  reasonable  relationship  to  the 
borrower’s  ultimate  cost  for  each  settle¬ 
ment  charge.  v 

Uniform  Settlement  Statement  ( HUD - 
1).  The  regulation  now  permits  lenders 
substantial  flexibility  in  reproducing 
HUD-1  with  adjustments  to  the  form  to 
allow  for  variations  in  settlement  serv¬ 
ices  between  localities.  The  regulations 
provide  that  where  the  blank  lines  on 
HUD-1  are  not  adequate  to  take  care  of 
local  insertions,  additional  spaces  may  be 
added  without  HUD  approval.  Also  the 
previous  restrictions  on  distances  be¬ 
tween  lines  and  the  size  of  the  page  have 
been  removed.  This  means  that  space  or 
lines  may  be  added  vertically  and  hori¬ 
zontally  where  the  space  on  the  HUD-1 
is  inadequate.  This  will  permit,  for 
example,  listing  pay-offs  of  prior  liens 
and  the  time  periods  involved  in  prora¬ 
tions.  In  addition,  the  regulations  do  not 
restrict  type  size  or  style  and  do  not  re¬ 
quire  that  local  insertions  appear  in  a 
different  style  of  type.  Finally,  it  is  no 
longer  necessary  for  information  con¬ 
cerning  sellers  costs  to  be  included  on  the 
buyer’s  copy  of  HUD-1  and  vice  versa. 

Numerous  comments  were  received  in¬ 
dicating  the  need  for  additional  space  on 
the  form  for  the  inclusion  of  customary 
recitals  and  information  used  locally  in 
real  estate  settlement.  The  regulations 
now  provide  that  an  additional  page  may 
be  attached  to  HUD-1  for  this  purpose 
or,  if  space  on  the  form  permits,  this 
information  may  be  added  at  the  end 
of  the  form. 

Several  comments  indicated  a  need  for 
signature  lines  other  than  after  line 
1400  of  the  form.  The  final  regulations 
do  not  restrict  the  placing  of  signature 
lines  on  the  form.  A  few  comm  enters 
suggested  that  the  HUD-1  not  be 
changed  from  its  original  format  due  to 
the  cost  of  modifying  their  computer 
programs.  The  changes  reflected  in  the 
revision  of  the  form  are  based  on  expe¬ 
rience  gained  from  both  manual  and 
computer  use  of  the  form.  The  greater 
flexibility  allowed  in  the  final  regulations 
to  simplify  the  design  of  the  form  for 
computer  application  should  minimize 
extensive  reprogramming. 


RULES  AND  REGULATIONS 

All  settlement  service  charges  are  to 
be  included  in  Section  L  of  the  HUD-1 
except  charges  for  services  which  (1)  are 
not  required  by  the  Lender  and  (2)  are 
paid  for  separately  outside  of  settlement. 
When  the  lender  requires  the  borrower 
to  secure  a  settlement  service  and  it  is 
paid  outside  of  settlement  ,  the  charge  is 
to  be  included  in  Section  L  and  noted  as 
a  charge  paid  outside  of  settlement. 

Many  comments  requested  that  the 
authority  to  exhaust  supplies  of  the 
original  HUD-1  be  extended  to  all  per¬ 
sons  conducting  settlement  as  well  as 
lenders.  The  regulations  have  been  modi¬ 
fied  to  permit  this.  The  form  has  also 
been  modified  to  cover  situations  where 
the  lender  is  not  the  person  conducting 
settlement.  The  person  conducting  the 
settlement  is  required  to  provide  the 
lender  with  a  copy  which  contains  both 
buyer  and  seller  information.  The  lender 
is  required  to  retain  this  copy  for  two 
years,  and,  if  a  copy  is  required  by  HUD 
or  another  Federal  agency,  a  legible  re¬ 
production  of  this  copy  may  be  used. 

In  enacting  the  RESPA  Amendments, 
Congress  concluded  that  there  were  cer¬ 
tain  RESPA  transactions  for  which  use 
of  the  Uniform  Settlement  Statement 
should  not  be  required.  The  final  regu¬ 
lations  exempt  from  the  use  of  HUD-1, 
RESPA  transactions  in  which  the  bor¬ 
rower  is  not  required  to  pay  any  settle¬ 
ment  charges  or  adjustments.  Also  ex¬ 
empted  are  transactions  in  which  the 
total  amount  the  borrower  is  required  to 
pay  at  settlement  is  a  fixed  amount  and 
the  borrower  is  so  informed  at  the  time 
of  loan  application. 

Section  4  of  RESPA  now  requires  (1) 
ttyat  the  Uniform  Settlement  Statement 
be  completed  and  delivered  at  or  before 
settlement  by  the  person  conducting  set¬ 
tlement  and  (2)  that  on  the  business  day 
before  settlement,  the  borrower,  upon  re¬ 
quest,  be  allowed  to  inspect  such  Uniform 
Settlement  Statement  information  as  the 
person  conducting  settlement  has  avail¬ 
able.  HUD  was  given  the  authority  to 
exempt  from  this  provision  those  set¬ 
tlement  transactions  occurring  in  locali¬ 
ties  where  the  Uniform  Settlement  State¬ 
ment  is  not  customarily  provided  at  or 
before  the  date  of  settlement  or  where 
meeting  this  requirement  is  impractical. 
Numerous  comments  were  received  re¬ 
questing  an  exemption.  The  Department 
decided  not  to  provide  blanket  exemp¬ 
tions  by  Jurisdiction  as  proposed  in  the 
March  29  proposed  rules  because  this 
would  result  in  inequities  to  borrowers. 
Exemptions  tied  to  the  specific  types  of 
transactions  were  considered  more  ap¬ 
propriate.  The  regulations,  §  3500.10(d), 
exempt  those  particular  settlement 
transactions  where  the  borrower  (or  the 
borrower’s  agent)  does  not  attend  the 
settlement  or  where  the  person  conduct¬ 
ing  settlement  does  not  require  a  meet¬ 
ing.  This  is  intended  to  cover  the  “es¬ 
crow”  type  closings  and  special  situations 
where  the  borrower  or  borrower’s  agent 
traditionally  is  not  present  at  the  settle¬ 
ment.  When  a  transaction  qualifies  under 
this  exemption,  the  person  conducting 
settlement  is  required  to  mail  to  both  the 
borrower  and  the  seller  the  Uniform  Set- 
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tlement  Statement  as  soon  as  practicable 
after  settlement. 

Prohibition  Against  Kickbacks  and 
Unearned  Fees.  The  proposed  rules  of 
March  29  contained  regulations  pertain¬ 
ing  to  kickbacks  and  unearned  fees.  Most 
changes  in  these  regulations  were  limited 
to  clarifying  language.  A  change  from 
the  proposed  rules  is  contained  in  9  3500.- 
14(d)  which  clarifies  the  Department’s 
intention  that  a  payment  of  a  thing  of 
value  pursuant  to  an  agreement  or  un¬ 
derstanding  that  settlement  will  be  re¬ 
ferred  is  a  violation  of  Section  8.  Two 
new  fact-comment  situations,  No.  9  and 
No.  10,  were  added  to  Appendix  B  to 
respond  to  industry  practices  developed 
partially  in  response  to  the  Section  8 
prohibitions. 

Distribution  of  Revised  Booklet  and 
Form.  The  Department  expects  that 
lenders  will  use  regular  sources  of  sup¬ 
plies  to  secure  copies  of  the  Special  In¬ 
formation  Booklet  and  HUD-1.  Recog¬ 
nizing  that  regular  sources  may  not  have 
these  documents  before  June  30,  the  De¬ 
partment  intends  to  provide  each  lender 
(supervised  by  the  Federal  Home  Loan 
Bank  Board,  Federal  Reserve  Board, 
Federal  Deposit  Insurance  Corporation, 
Comptroller  of  the  Currency,  National 
Credit  Union  Administration  or  HUD)  a 
copy  of  the  final  booklet.  This  copy  will 
be  mailed  to  the  lender  by  the  appro¬ 
priate  supervising  agency.  Lenders  will 
be  authorized  to  duplicate  copies  for  dis¬ 
tribution  to  loan  applicants.  Lenders  who 
are  not  supervised  by  the  before  men¬ 
tioned  agencies,  and  who  need  a  copy 
of  the  Special  Information  Booklet  and 
HUD-1,  can  submit  a  request  to  the 
Assistant  Secretary  for  Consumer  Affairs 
and  Regulatory  Functions  (including  a 
self-addressed  label) .  A  copy  of  both  the 
booklet  and  the  form  will  be  sent.  The 
address  is  Suite  4100,  Attention:  RESPA, 
Department  of  Housing  and  Urban  De¬ 
velopment,  451  7th  Street  SW.,  Wash¬ 
ington,  D.C.  20410. 

A  finding  of  inapplicablity  of  section 
102(2)  (C)  of  the  National  Environmen¬ 
tal  Policy  Act  of  1969  has  been  made  with 
respect  to  this  rule,  in  accordance  with 
HUD  Handbook  Section  1300.1.  A  similar 
finding  of  inapplicability,  as  required  by 
OMB  circular  A-107,  has  been  made  with 
respect  to  potential  inflation  Impact  of 
the  rule.  Copies  of  these  findings  are 
available  during  regular  business  hours 
for  public  inspection  in  the  Office  of  the 
Rules  Docket  Clerk,  Office  of  the  Secre¬ 
tary,  Room  10141,  Department  of  Hous¬ 
ing  and  Urban  Development,  451  7th 
Street,  SW.,  Washington,  p.C. 

Accordingly,  Subtitle  B  of  Title  24  is 
amended  by  adopting  a  new  Part  3500- 
Real  Estate  Settlement  Procedures  to 
read  as  follows: 

Sec. 

3500.1  Authority,  scope  and  purpose, 

3500.2  Definitions. 

3500.3  No  delegation  of  authority  to  HUD 

field  offices. 

3500.4  Reliance  upon  rule,  regulation  or 

Interpretation  by  HUD. 

3500.5  Coverage  of  RESPA. 

3500.6  -  Special  Information  Booklet  at  time 

of  loan  application. 
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RULES  AND  REGULATIONS 


Sec. 

3600.7  Good  Faith  Estimates  of  Settlement 

Services. 

3600.8  Use  of  Uniform  Settlement  State¬ 

ment  Form. 

3500.9  Printing  and  duplication  of  Uni¬ 

form  Settlement  Statement  form. 

3600.10  One  day  advance  Inspection  of  Uni¬ 

form  Settlement  Statement;  de¬ 
livery. 

3500.11  Mailing. 

3500.12  Mo  fee. 

3500.13  Relation  to  state  laws. 

3500.14  Prohibitions  against  kickbacks  and 

unearned  fees. 

Appendix  A — Instructions  for  completing 
Uniform  Settlement  Statement 
(HUD  1). 

Appendix  B — Facts  and  comments  on  sec¬ 
tion  8  which  provide  further  clarifi¬ 
cation  of  regulations. 

Authority  :  Real  Estate  Settlement  Proce¬ 
dures  Act  of  1974,  Pub.  L.  93-533  (12  U.8.C. 
2601  et  seq.) ,  Real  Estate  Settlement  Proce¬ 
dures  Act  Amendments  of  1976  (Pub.  I*. 
94-206). 

§  3500.1  Authority,  scope  and  purpose. 

This  part,  which  may  be  referred  to 
as  Regulation  X,  comprises  the  regula¬ 
tions  issued  by  the  Secretary  of  Housing 
and  Urban  Development  pursuant  to  the 
Real  Estate  Settlement  Procedures  Act 
of  1974  (Pub.  L.  93-533).  12  UJS.C.  2061, 
et  seq.,  as  amended  by  the  Real  Estate 
Settlement  Procedures  Act  Amendments 
of  1975  (Pub.  L.  94-205)  herein 
"RESPA”. 

§  3500.2  Definitions. 

(a)  “Date  of  Settlement'’  means  the 
date  on  which  the  documents  creating 
the  security  interest  in  real  property  be¬ 
come  effective  as  between  the  borrower 
and  the  Lender,  except  that  In  the  con¬ 
version  of  a  construction  loan  to  a  per¬ 
manent  security  interest  in  real  property 
to  finance  purchase  by  a  first  user.  Date 
of  Settlement  shall  be  the  date  on  which 
title  is  transferred  as  between  seller  and 
buyer  not  subject  to  revocation  by  seller 
or  buyer. 

(b)  “Federally  Related  Mortgage 
Loan”  is  defined  in  f  3500.5. 

(c)  "Lender”  means  the  secured  credi¬ 
tor  or  creditors  named  as  such  in  the 
debt  obligation  and  document  creating 
the  lien  or  other  security  interest. 

<d)  "Mortgaged  Property”  means  the 
real  property  covered  by  the  Federally 
Related  Mortgage  Loan,  or  the  coopera¬ 
tive  unit  with  respect  to  which  stock  is 
pledged  to  secure  the  Federally  Related 
Mortgage  Loan. 

(e)  “Person”  means  any  Individual, 
corporation,  partnership,  trust,  associa¬ 
tion  or  other  entity. 

(f)  “RESPA”  means  the  Real  Estate 
Settlement  Procedures  Act  of  1974  (Pub. 
L.  93-533),  DSC.  2601  et  seq„  as 
amended  by  the  Real  Estate  Settlement 
Procedures  Act  Amendments  of  1975 
(Pub.  L.  94-205). 

(g)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
any  official  delegated  the  authority  of 
the  Secretary  with  respect  to  RESPA. 

(h)  “State”  means  any  State  of  the 
United  States,  the  District  of  Columbia, 
the  Commonwealth  of  Puerto  Rico,  and 


any  territory  or  possession  of  the  United 
States. 

6  3500.3  Ho  delegation  of  authority  to 
HUD  Field  Offices. 

No  authority  granted  to  the  Secretary 
under  RESPA  has  been  delegated  to  HUD 
Regional  Offices,  HUD  Area  Offices  or 
HUD  Insuring  Offices.  Any  questions  or 
suggestions  from  the  public  regarding 
RESPA  should  be  directed  to  the  Office 
of  Consumer  Affairs  and  Regulatory 
Functions,  Attention:  RESPA,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  Room  4100,  451  7th  Street,  SW., 
Washington.  D.C.  20410. 

§  3500.4  Reliance  upon  rule,  regulation 
or  interpretation  by  HUD. 

(a)  Section  19(b)  of  RESPA  provides: 
“No  provision  of  this  Act  or  the  laws 
of  any  State  imposing  any  liability  shall 
apply  to  any  act  done  or  omitted  in  good 
faith  in  conformity  with  any  rule,  regu¬ 
lation,  or  interpretation  thereof  by  the 
Secretary  or  the  Attorney  General,  not¬ 
withstanding  that  after  such  act  or 
omission  has  occurred,  such  rule,  regu¬ 
lation,  or  Interpretation  is  amended,  re¬ 
scinded,  or  determined  by  judical  or 
other  authority  to  be  invalid  for  any 
reason.” 

(b)  For  purposes  of  Section  19(b)  of 
RESPA  only  the  following  constitute  a 
“rule,  regulation,  or  interpretation 
thereof  by  the  Secretary”: 

(1)  The  Uniform  Settlement  State¬ 
ment,  HUD-1,  and  HUD  instructions  set 
forth  in  Appendix  A;  and 

(2)  All  other  provisions,  Appendices 
and  Amendments  thereto  contained  in 
this  part,  but  not  including  any  docu¬ 
ment  referred  to  in  this  part  except  to 
the  extent  such  document  is  set  forth  in 
this  part. 

(c)  A  “rule,  regulation,  or  interpreta¬ 
tion  thereof  by  the  Secretary”  for  pur¬ 
poses  of  section  19(b)  of  RESPA  shall 
not  include  the  Special  Information 
Booklet  prescribed  by  the  Secretary  or 
any  other  statement  or  issuance,  whether 
oral  or  written,  by  an  officer  or  repre¬ 
sentative  of  HUD,  letter  or  memorandum 
by  the  Secretary,  General  Counsel,  any 
Assistant  Secretary  or  other  officer  or 
employee  of  HUD,  preamble  to  a  regula¬ 
tion  or  other  issuance  of  HUD,  report  to 
Congress,  pleading,  affidavit  or  other 
document  in  litigation,  pamphlet,  hand¬ 
book,  guide,  telegraphic  communication, 
explanation,  instructions  to  forms, 
speech  or  other  material  of  any  nature 
which  is  not  specifically  Included  in 
paragraph  (b)  of  this  section. 

§  3500.5  Coverage  of  RESPA. 

(a)  Applicability.  RESPA  and  this 
part  as  applicable  to  all  Federally  Re¬ 
lated  Mortgage  Loans. 

(b)  Definition  of  Federally  Related 
Mortgage  Loan.  “Federally  Related 
Mortgage  Loan”  means  a  loan  which  is 
not  made  to  finance  an  exempt  transac¬ 
tion  specified  in  subsection  (d).  below, 
and  which  meets  all  of  the  following  four 
requirements: 

(1)  The  proceeds  of  the  loan  are  used 
in  whole  or  in  part  to  finance  the  pur¬ 
chase  by  the  borrower,  or  other  transfer 


of  legal  title  of  the  Mortgaged  Property. 
Execution  of  an  Instrument  creating  a 
security  interest  is  not  considered  to  be 
a  transfer  of  legal  title  for  purposes  of 
this  part; 

(2)  The  loan  is  secured  by  a  first  lien 
or  other  first  security  interest  covering 
real  estate,  including  a  fee  simple,  life 
estate,  remainder  interest,  ground  lease 
or  other  long-term  leasehold  estate: 

(i)  Upon  which  there  is  located  a 
structure  designed  principally  for  the 
occupancy  of  from  1  to  4  families;  or 

(ii)  Upon  which  there  is  located  a 
mobile  home:  or 

(ill)  Upon  which  a  structure  designed 
principally  for  the  occupancy  of  from  1 
to  4  families  is  to  be  constructed  using 
proceeds  of  the  loan ;  or 

(iv)  Upon  which  there  will  be  placed 
a  mobile  home  to  be  purchased  using 
proceeds  of  the  loan ;  or 

(v)  Which  is  a  condominium  unit  (or 
a  first  lien  covering  a  cooperative  unit) 
designed  principally  for  the  occupancy 
of  from  1  to  4  families; 

(3)  The  Mortgaged  Property  is  located 
in  a  State;  and 

(4)  The  loan  (1)  is  made  by  a  Lender 
meeting  the  requirements  of  paragraph 

(c) ,  below,  or  (ii)  is  made  in  whole  or  in 
part,  or  insured,  guaranteed,  supple¬ 
mented,  or  assisted  in  any  way.  by  the 
Secretary  or  other  officer  or  agency  of 
the  Federal  Government,  or  (ill)  is  made 
in  connection  with  a  housing  or  urban 
development  program  administered  by 
the  Secretary  or  other  agency  of  the  Fed¬ 
eral  Government,  or  (iv)  is  intended  to 
be  sold  by  the  originating  lender  to  the 
Federal  National  Mortgage  Association 
(FNMA) ,  the  Government  National 
Mortgage  Association  (GNMA),  or  the 
Federal  Home  Loan  Mortgage  Corpora¬ 
tion  (FHLMC),  or  to  a  financial  insti¬ 
tution  which  Intends  to  sell  the  mortgage 
to  FHLMC. 

(c)  A  Lender  is  within  paragraph  (b) 
(4)  (1)  if  it  is: 

(1)  A  lending  institution  the  deposits 
or  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Corporation 
(FSLIC) .  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  or  any  other  agency 
of  the  Federal  Government. 

(2)  A  lending  institution  which  is 
regulated  by  the  Federal  Home  Loan 
Bank  Board  or  any  other  agency  of  the 
Federal  Government,  or 

(3)  A  “creditor”,  as  defined  in  section 
103(f)  of  the  Consumer  Credit  Protec¬ 
tion  Act  (15  U.S.C.  1602(f) ),  who  makes 
or  Invests  in  residential  real  estate  loans 
aggregating  more  than  $1,000,000  in 
either  the  calendar  year  in  which  the 
Date  of  Settlement  of  the  Federally  Re¬ 
lated  Mortgage  Loan  in  question  occurs 
or  the  calendar  year  prior  thereto,  ex¬ 
cept  that  the  term  “creditor”  does  not 
include  any  agency  or  instrumentality  of 
any  state.  Section  103(f)  of  the  Con¬ 
sumer  Credit  Protection  Act  defines 
“creditor"  as  follows: 

“.  .  .  The  term  ‘creditor’  refers  only  to 
creditors  wbo  regularly  extend,  or  arrange 
for  the  extension  of.  credit  which  la  payable 
by  agreement  in  more  than  four  installments 
or  for  which  the  payment  of  a  finance 
charge  la  or  may  be  required,  whether  In  oon- 
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noction  wtth  loans,  sales  of  property  or  serv¬ 
ices,  or  otherwise." 

(d>  Exempt  transactions.  This  part 
shall  not  apply  to: 

(1)  A  loan  to  finance  the  purchase  or 
transfer  of  a  property  of  25  or  more 
acres; 

(2)  A  home  improvement  loan,  loan  to 
refinance,  or  other  loan  where  the  pro¬ 
ceeds  are  not  used  to  finance  the  pur¬ 
chase  or  transfer  of  legal  title  to  the 
property; 

(3)  A  lpan  to  finance  the  purchase  or 
transfer  of  a  vacant  lot,  where  no  pro¬ 
ceeds  of  the  loan  are  to  be  used  for  the 
construction  of  a  1  to  4  family  residential 
structure  or  for  the  purchase  of  a  mobile 
home  to  be  placed  on  the  lot; 

(4)  An  assumption,  novation,  or  6ale 
or  transfer  subject  to  a  pre-existing  loan, 
except  that  the  use  of  or  conversion  of  a 
construction  loan  to  a  permanent  mort¬ 
gage  loan  to  finance  purchase  by  the  first 
user; 

(5)  A  construction  loan,  except  where 
the  construction  loan  is  used  as  or  con¬ 
verted  to  a  permanent  loan  to  finance 
purchase  by  the  first  user; 

(6)  A  permanent  loan  the  proceeds  of 
which  will  be  used  to  finance  the  con¬ 
struction  of  a  1  to  4  family  structure, 
where  the  lot  is  already  owned  by  the 
borrower  or  borrowers; 

(7)  A  loan  to  finance  the  purchase  of 
a  property  where  the  primary  purpose  of 
the  purchase  is  for  resale;  or 

(8)  Execution  of  a  land  sales  contract 
or  installment  land  contract  where  the 
legal  title  is  not  transferred  to  the  pur¬ 
chaser  upon  execution.  However,  a  loan 
to  finance  the  acquisition  of  title  pursu¬ 
ant  to  a  land  sales  contract  is  a  Fed¬ 
erally  Related  Mortgage  Loan. 

§  3300.6  Special  Information  Booklet  at 
time  of  loan  application. 

(a)  Lender  to  provide  information 
booklet.  The  Lender  shall  provide  a  copy 
of  the  Special  Information  Booklet  cur¬ 
rently  prescribed  by  the  Secretary,  to¬ 
gether  with  the  Good  Faith  Estimates 
of  closing  costs  required  under  Section 
3500.7,  to  every  person  from  whom  the 
Lender  receives  or  for  whom  it  prepares 
a  written  application  on  an  application 
form  or  forms  normally  used  by  the 
Lender  for  a  Federally  Related  Mortgage 
Loan.  Where  more  than  one  Individual 
applies  for  a  loan,  the  Lender  is  in  com¬ 
pliance  with  this  requirement  if  the 
Lender  supplies  a  copy  of  the  Special 
Information  Booklet  to  one  of  the  indi¬ 
viduals  applying.  The  Lender  shall  supply 
the  Special  Booklet  by  delivering  it  or 
placing  it  in  the  mail  to  the  applicant 
on  the  day  the  application  is  received 
not  later  than  three  business  days  after 
the  application  is  received.  The  Lender 
shall  supply  the  Good  Faith  Estimates 
by  delivering  or  placing  the  mail  or  not 
later  than  three  business  days  after  the 
application  is  received.  The  Lender  shall 
complete  the  Equal  Credit  Opportunity 
Notice,  located  on  the  inside  rear  cover 
of  the  Special  Information  Booklet,  in 
accordance  with  Regulation  B,  12  CFR 
202  4(d)  of  the  Federal  Reserve  Board. 


(b)  Printing  and  duplication.  The  Sec¬ 
retary  may  from  time  to  time  revise  the 
Special  Information  Booklet.  The  Special 
Information  Booklet  may  be  printed  or 
reproduced  in  any  form,  provided  that 
no  change  is  made,  other  than  as  pro¬ 
vided  under  subsection  (c)  below.  The 
Special  Information  Booklet  may  not  be 
made  a  part  of  a  larger  document  for 
purposes  of  distribution  under  RESPA 
and  this  section.  Any  color,  size  and  qual¬ 
ity  of  paper,  type  of  print,  and  method 
of  reproduction  may  be  used  so  long  as 
the  booklet  is  clearly  legible  and  easily 
readable. 

(c)  Permissible  changes.  No  changes 
to,  deletions  from  or  additions  to  the 
foreword  and  text  of  the  Special  Infor¬ 
mation  Booklet  currently  prescribed  by 
the  Secretary  shall  be  made  other  than 
those  specified  below  or  any  others  ap¬ 
proved  in  writing  by  the  Secretary. 

(1)  The  cover  of  the  booklet  may  be 
in  any  form  and  may  contain  any  draw¬ 
ings,  pictures,  of  artwork,  provided  that 
the  words  “settlement  costs”  are  used 
in  the  title.  Names,  addresses  and  tele¬ 
phone  numbers  of  the  Lender  or  others 
and  similar  information  may  appear  on 
the  cover,  but  no  discussion  of  the  mat¬ 
ters  covered  in  the  booklet  shall  appear 
on  the  cover. 

(2)  The ‘Special  Information  Booklet 
may  be  translated  into  other  languages. 

§  3500.7  Good  faith  estimates  of  settle¬ 
ment  services. 

(a)  Lender  to  provide  Good  Faith 
Estimates  with  information  booklet  at 
time  of  loUn  application.  The  Lender  shall 
provide  the  Good  Faith  Estimates  re¬ 
quired  under  this  section  to  every  person 
to  whom  it  must  provide  a  copy  of  the 
Special  Information  Booklet  under 
§  3500.6  of  this  part.  Time  of  provision 
is  set  forth  in  5  3500.6(a) . 

(b)  Good  Faith  Estimate.  The  Lender 
shall  provide  a  good  faith  estimate,  as  a 
dollar  amount  or  range,  of  each  charge 
for  a  settlement  service  which  the  bor¬ 
rower  is  likely  to  incur.  Each  such  good 
faith  estimate  must  bear  a  reasonable 
relationship  to  the  charge  a  borrower  is 
likely  to  be  required  to  pay  at  settlement, 
and  must  be  based  upon  experience  in 
the  locality  or  area  in  whiclji  the  Mort¬ 
gaged  Property  is  located. 

As  to  each  charge  with  respect  to  which 
the  Lender  requires  a  particular  settle¬ 
ment  service  provider  to  be  used,  the 
Lender  shall  make  its  good  faith  esti¬ 
mate  based  upon  the  Lender’s  knowledge 
of  the  amounts  charged  by  such 
provider. 

(c)  Settlement  Services  for  which  Good 
Faith  Estimates  are  required.  The  Lender 
is  required  to  provide  the  loan  applicant 
with  a  Good  Faith  Estimate  for  each  set¬ 
tlement  charge  which  will  be  listed  in 
Section  L  (except  item  903  and  series  1000 
of  Section  L)  of  the  Uniform  Settlement 
Statement  which  the  Lender  anticipates 
that  the  borrower  will  pay  at  settlement 
based  upon  the  Lender’s  general  experi¬ 
ence  as  to  which  party  normally  pays 
each  charge  in  the  locality. 

(d)  Form  of  Good  Faith  Estimates. 
The  Lender  may  provide  the  loan  appli¬ 


cant  with  the  required  Good  Faith  Esti¬ 
mates  on  any  form,  including  Section  L.. 
of  the  Uniform  Settlement  Statement, 
which  the  Lender  determines  to  use,  if 
the  following  requirements  are  met: 

(1)  The  form  must  be  clear  and  oon- 
cise.  It  shall  include  the  Lender’s  name. 
The  form  shall  set  forth  in  bold  type  the 
following  or  a  substantially  equivalent 
statement:  “This  form  does  not  cover  all 
items  you  will  be  required  to  pay  in  cash 
at  settlement,  for  example,  deposit  in 
escrow  for  real  estate  taxes  and  insur¬ 
ance.  You  may  wish  to  inquire  as  to  the 
amounts  of  such  other  items."  You  may 
be  required  to  pay  other  additional 
amounts  at  settlement. 

(2)  The  terminology  shall  be  identical, 
so  far  as  practicable,  to  the  terms  used 
in  the  Uniform  Settlement  Statement 
(HUD-1)  or  the  terms  which  will  be  in¬ 
serted  in  blank  spaces  in  the  Uniform 
Settlement  Statement.  Lenders  are  en¬ 
couraged,  but  are  not  required,  to  set 
forth  the  items  numbers  for  each  item 
which  appears  in  the  Uniform  Settle¬ 
ment  Statement  (HUD-1). 

(3)  Additional  information  relating  to 
a  stated  item  may  be  provided.  Charges 
which  may  be  grouped  together  pursuant 
to  the  instructions  of  the  Uniform  Settle¬ 
ment  Statement  may  be  grouped  in  this 
disclosure.  For  example,  the  amount  for 
several  title  charges  (listed  as  lines  1101- 
1106  of  the  Uniform  Settlement  State¬ 
ment)  may,  in  some  jurisdictions,  cus¬ 
tomarily  be  included  in  an  attorney’s  fee 
(listed  as  line  1107). 

(e)  Description  of  Lender’s  require¬ 
ments  on  selection  of  providers.  Where 
the  Lender  requires  that  a  particular 
provider  (or  affiliated  group  of  providers, 
such  as  a  law  firm)  be  used  to  provide  le¬ 
gal  services,  title  examination  services  or 
title  Insurance  or  to  conduct  settlement 
and  requires  the  borrower  to  pay  all  or 
a  portion  of  the  cost  of  such  services 
(regardless  of  the  interests  represented 
by  the  provider) ,  the  Lender  is  required 
to  include  as  part  of  the  Good  Faith  Es¬ 
timate,  a  statement  which  clearly  desig¬ 
nates  the  corresponding  estimated 
charges,  and  states  : 

(1)  The  name,  address  and  telephone 
number  of  each  provider  designated  by 
the  Lender,  the  services  which  would  be 
rendered  by  such  provider,  and  the  fact 
that  Lender’s  estimate  is  based  upon  the 
charges  of  the  designated  provider;  and 

(2)  A  statement  whether  or  not  each 
such  provider  has  a  business  relationship 
with  the  Lender. 

(f )  As  to  each  Federally  Related  Mort¬ 
gage  Loan  which  is  exempt  from  the  use 
of  the  Uniform  Settlement  Statement  by 
reason  of  Section  3500.8(d)  of  this  part, 
the  lender  shall  keep  an  accurate  record 
for  two  years  of  the  itemized  list  of  the 
settlement  services  provided,  the  exact 
charge,  if  any,  which  is  to  be  Imposed  at 
settlement,  and  the  subparagraph  (Sec¬ 
tion  3500.8(d)  (1)  or  (d)  (2) )  under  which 
the  exemption  is  granted.  With  respect 
to  a  transaction  which  is  exempt  under 
Section  3500.8(d)  (J),  the  lender  shall 
deliver  or  place  in  the  mail  to  the  bor¬ 
rower  not  later  than  three  business  days 
after  loan  application  a  statement  of 
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the  amount  of  the  fixed  charge  and  a 
statement  of  the  settlement  services  and 
other  items  covered  by  such  charge. 

§  3500.8  Use  of  Uniform  Settlement 
Statement  Form. 

(a)  Use  of  HUD-1.  As  required  by  sec¬ 
tion  4  of  RESPA,  the  Uniform  Settle¬ 
ment  Statement  (HUD-1,  set  forth  In 
Appendix  A)  shall  be  used  by  the  person 
•onducting  settlement  in  every  Federally 
Related  Mortgage  Loan  settlement  trans¬ 
action  whether  or  not  such  person  is  the 
Lender.  Persons  conducting  settlements 
may  exhaust  supplies  of  the  original 
HUD-1  which  are  in  stock  at  the  time 
these  regulations  take  effect. 

(b)  Charges  to  be  stated.  The  Uniform 
Settlement  Statement,  HUD-1,  shall  be 
completed  to  itemize  all  charges  to  be 
paid  by  the  borrower  and  the  seller  in 
connection  with  the  settlement,  except 
those  charges  not  imposed  upon  the  bor¬ 
rower  or  seller  by  the  Lender  and  which 
the  borrower  or  seller  contract  to  pay 
for  separately  outside  of  the  settlement. 
Charges  which  are  required  by  the 
Lender  but  paid  outside  of  closing  shall 
be  included  on  the  statement  but  marked 
“P.O.C.”,  as  provided  in  the  general  in¬ 
structions  to  the  form.  Lines  and  col¬ 
umns  which  relate  to  the  borrower’s 
transaction  may  be  deleted  from  the 
copy  of  the  form  which  will  be  furnished 
to  the  seller  and  lines  and  columns  which 
relate  to  the  seller’s  transaction  may  be 
deleted  from  the  copy  of  the  form  which 
will  be  furnished  to  the  borrower. 

(c)  Recordkeeping.  The  person  con¬ 
ducting  the  settlement  shall  provide  the 
Lender  with  a  copy  of  each  settlement 
statement  (both  borrower’s  and  seller’s 
copies,  where  different)  required  to  be 
prepared  pursuant  to  section  4  of 
RE8PA.  The  Lender  shall  retain  the  set¬ 
tlement  statement  for  two  years  after 
the  date  of  settlement  unless  the  Lender 
disposes  of  its  interest  in  the  mortgage 
and  does  not  service  the  mortgage.  The 
Lender  may  permit  its  copy  of  the  set¬ 
tlement  statement  to  be  delivered  to  the 
owner  or  servicer  of  the  mortgage  as  a 
part  of  the  transfer  of  the  loan  file.  If 
copy  of  the  settlement  statement  is  re¬ 
quired  to  be  submitted  to  the  Secretary 
or  other  Federal  agency,  a  legible  re¬ 
production  of  the  copy  retained  by  the 
Lender  may  be  used  to  meet  this 
requirement. 

(d)  RESPA  Transactions  exempt  from 
the  use  of  the  Uniform  Settlement  State¬ 
ment.  (1)  Transactions  in  which  the  bor¬ 
rower  is  not  required  to  pay  any  settle¬ 
ment  charges  or  adjustments. 

(2)  Transactions  in  which  the  bor¬ 
rower  is  required  to  pay  a  fixed  amount 
for  all  charges  imposed  at  settlement  and 
the  borrower  is  informed  of  the  fixed 
amount  at  the  time  of  loan  application. 

§  3500.9  Printing  and  duplication  of 
Uniform  Settlement  Statement  Form. 

(a)  Permissible  changes.  The  Uniform 
Settlement  Statement  form.  HUD-1, 
may  be  reproduced  with  the  following 
permissible  changes  and  insertions: 

(1)  The  person  reproducing  the  form 
may  insert  in  Section  A  its  business  name 


and/or  logotype  and  may  rearrange,  but 
not  delete,  the  other  Information  which 
appears  in  Section  A. 

(2)  The  name,  address  and  other  in¬ 
formation  regarding  the  Lender  and  set¬ 
tlement  agent  (person  conducting  settle¬ 
ment),  respectively,  may  be  printed  in 
Sections  F  and  H. 

(3)  Reproduction  of  HUD-1  must  con¬ 
form  to  the  terminology,  sequence  and 
numbering  of  line  items  as  presented  in 
lines  100-1400  which  are  not  used  locally 
or  in  connection  with  mortgages  by  the 
Lender  may  be  deleted,  except  for  the 
following:  Lines  100,  120,  200,  220,  300, 
301,  302,  303,  400,  420,  500,  520,  600,  601, 
602,  603,  700,  800,  900,  1000,  1100,  1200, 
1300,  and  1400.  The  form  may  be  cor¬ 
respondingly  shortened.  The  number  of 
a  deleted  item  shall  not  be  used  for  a  sub¬ 
stitute  or  new  item,  but  the  number  of  a 
blank  space  on  HUD-1  may  be  used  for 
a  substitute  or  new  item. 

(4)  Charges  not  listed  on  HUD-1  but 
which  are  customary  locally  or  pursuant 
to  the  Lender’s  practice  may  be  inserted 
in  blank  spaces ;  or  where  existing  blank 
spaces  on  HUD-1  are  insufficient,  addi¬ 
tional  lines  and  spaces  may  be  added  and 
numbered  in  sequence  with  HUD-1 
spaces. 

(5)  The  following  variations  in  layout 
and  format  are  within  the  discretion  of 
persons  reproducing  HUD-1  and  do  not 
require  prior  HUD  approval:  size  of 
pages;  tint  or  color  of  pages;  size  and 
style  of  type  or  print;  vertical  spacing 
between  lines  or  provision  for  additional 
horizontal  space  on  lines  (for  example, 
to  provide  sufficient  space  for  recording 
time  periods  used  in  prorations) ;  print¬ 
ing  of  HUD-1  contents  on  separate  pages, 
on  the  front  and  back  of  a  single  page, 
or  on  one  continuous  page;  use  of  multi¬ 
copy  tear-out  sets;  printing  on  rolls  for 
computer  purposes ;  reorganization  of 
Sections  B  through  I  where  necessary  to 
accommodate  computer  printing;  place¬ 
ment  on  the  form  the  HUD  number  but 
not  the  OMB  approval  number,  neither 
of  which  in  any  case  may  be  deleted  from 
the  form. 

(6)  The  borrower’s  information  and 
the  seller’s  information  may  be  provided 
on  separate  pages. 

(7)  Signature  lines  may  be  added. 

(8)  The  form  may  be  translated  into 
any  other  language. 

(9)  An  additional  page  may  be  at¬ 
tached  to  HUD-1  for  the  purpose  of  in¬ 
cluding  customary  recitals  and  informa¬ 
tion  used  locally  in  real  estate  settle¬ 
ments.  for  example,  breakdown  of  pay¬ 
off  figures;  a  breakdown  of  mortgagor’s 
total  monthly  mortgage  payments ; 
check  disbursements;  a  statement  indi¬ 
cating  receipt  of  funds;  applicable 
special  stipulations  between  buyer  and 
seller;  and  the  date  funds  are  trans¬ 
ferred.  If  space  permits,  such  informa¬ 
tion  may  be  added  at  the  end  of  HUD-1. 

(b)  Any  other  deviation  in  the  form 
Is  only  permissible  upon  receipt  of  writ¬ 
ten  approval  of  the  Secretary.  A  request 
to  the  Secretary  for  approval  may  be 
submitted  in  writing  to  the  Assistant 
Secretary  for  Consumer  Affairs  and  Reg¬ 
ulatory  Functions,  Attention:  RESPA, 


Room  4100,  451  7th  Street,  SW.,  Wash¬ 
ington,  D.C.  20410,  stating  the  reasons 
why  the  applicant  believes  such  devia¬ 
tion  is  needed.  Prior  to  receiving  such 
approval,  the  prescribed  form  must  be 
used. 

§  3500.10  One  day  advance  inspection  of 
Uniform  Settlement  Statement;  de¬ 
livery. 

(a)  Inspection  one  day  prior  to  settle¬ 
ment.  Except  as  provided  in  paragraph 
(d),  upon  the  request  of  the  borrower, 
the  person  conducting  the  settlement 
shall  permit  the  borrower  to  Inspect  the 
Uniform  Settlement  Statement,  com¬ 
pleted  to  set  forth  those  items  which  are 
known  to  such  person  at  the  time  of  in¬ 
spection,  during  the  business  day  im¬ 
mediately  preceding  the  Date  of  Settle¬ 
ment. 

(b)  Delivery.  The  Uniform  Settlement 
Statement  shall  be  delivered  or  mailed 
to  the  borrower  and  the  seller  or  their 
agents  at  or  before  settlement,  except  as 
provided  in  paragraphs  (c)  and  (d). 

(c)  Waiver.  The  borrower  may  waive 
the  right  to  delivery  of  the  completed 
Uniform  Settlement  Statement  no  later 
than  at  settlement  by  executing  a  writ¬ 
ten  waiver  at  or  before  settlement.  In 
such  case,  the  completed  Uniform  Set¬ 
tlement  Statement  shall  be  mailed  or 
delivered  to  the  borrower  and  seller  as 
soon  as  practicable  after  settlement. 

(d)  Exempt  transactions.  Where  the 
borrower  or  the  borrower’s  agent  does 
not  attend  the  settlement  or  where  the 
person  conducting  settlement  does  not 
require  a  meeting  of  the  parties  for  that 
purpose,  the  transaction  shall  be  ex¬ 
empt  from  the  requirements  of  para¬ 
graphs  (a)  and  (b)  above,  except  that 
the  Uniform  Settlement  Statement  shall 
be  delivered  as  soon  as  practicable  after 
settlement. 

§3500.11  Mailing. 

The  provisions  of  this  part  requiring 
or  permitting  mailing  of  settlement 
statements  or  other  documents  shall  be 
deemed  to  be  satisfied  by  placing  the 
document  In  the  mail  (whether  or  not  re¬ 
ceived  by  the  addressee)  addressed  to  the 
addresses  stated  in  the  loan  application 
or  in  other  information  submitted  to  or 
obtained  by  Lender  at  the  time  of  loan 
application,  or  submitted  to  or  obtained 
by  the  Lender  or  person  conducting  set¬ 
tlement,  except  that  a  revised  address 
shall  be  used  where  the  Lender  or  such 
other  person  has  been  expressly  informed 
in  writing  of  a  change  of  address. 

§  3500.12  No  fee. 

As  provided  in  section  12  of  RESPA,  no 
fee  shall  be  imposed  or  charge  made  upon 
any  other  person,  as  a  part  of  settle¬ 
ment  costs  or  otherwise,  by  a  Lender  in 
connection  with  or  on  account  of  the 
preparation  and  distribution  of  the  state¬ 
ment  required  by  section  4  of  RESPA 
(Uniform  Settlement  Statement)  or  by 
the  Truth  in  Lending  Act. 

§  3500.13  Relation  to  State  law*. 

Section  18  of  RESPA  provides: 

This  Act  does  not  annul,  alter,  or  afleet 
or  exempt  any  person  subject  to  the  provl- 
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slons  of  this  Act  from  complying  with  the 
laws  of  any  State  with  respect  to  settle¬ 
ment  practices,  except  to  the  extent  that 
those  laws  are  Inconsistent  with  any  pro¬ 
vision  of  this  Act,  and  then  only  to  the  extent 
of  the  Inconsistency.  The  Secretary  13  au¬ 
thorized  to  determine  whether  such  Incon¬ 
sistencies  exist.  The  Secretary  may  not  deter¬ 
mine  that  any  State  law  is  inconsistent  with 
any  provision  of  this  Act  If .  the  Secretary 
determines  that  such  law  gives  greater  pro¬ 
tection  to  the  consumer.  In  making  these 
determinations  the  Secretary  shall  consult 
with  the  appropriate  Federal  agencies. 

A  determination  by  the  Secretary  that 
such  an  Inconsistency  exists  shall  be 
made,  after  consultation  with  appropri¬ 
ate  Federal  agencies,  by  publication  of 
a  notice  in  the  Federal  Register. 

§  3300.14  Prohibition  against  kickbacks 
anil  unearned  fees. 

(a)  Statutory  prohibitions.  Section  8 
of  RESPA  provides: 

(a)  No  person  shall  give  and  no  person 

shall  accept  any  fee,  kickback,  or  thing  of 
value  pursuant  to  any  agreement  or  under¬ 
standing,  oral  or  otherwise,  that  business 
Incident  to  or  a  part  of  a  real  estate  settle¬ 
ment  service  lhvolvtng  a  federally  related 
mortgage  loan  shall  be  referred  to  any 
person.  v  . 

(b)  No  person  shall  give  and  no  person 
6hall  accept  any  portion,  split,  or  percentage 
of  any  charge  made  or  received  for  the  ren¬ 
dering  of  a  real  estate  settlement  service  In 
connection  with  a  transaction  Involving  a 
federally  related  mortgage  loan  other  than 
for  services  actuaUy  performed. 

(c)  Nothing  in  this  section  shall  be  con¬ 
strued  as  prohibiting  (1)  the  payment  of  a 
fee  (A)  to  attorneys  at  law  for  servloes  actu¬ 
ally  rendered  or  (B)  by  a  title  company  to 
its  duly  appointed  agent  for  services  actually 
performed  in  the  Issuance  of  a  policy  of  title 
Insurance  or  (C)  by  a  lender  to  Its  duly 
appointed  agent  for  services  actually  per¬ 
formed  In  the  making  of  a  loan,  (2 )  the  pay¬ 
ment  to  any  person  of  a  bona  fide  salary  or 
compensation  or  other  payment  for  goods 
or  faculties  actually  furnished  or  for  services 
actually  performed, 

or  (3)  payments  pursuant  to  cooperative 
brokerage  and  referral  arrangements  or 
agreements  between  real  estate  agents  and 
brokers,  or  (4)  such  other  payments  or 
classes  of  payments  or  other  transfers  as  are 
specified  In  regulations  prescribed  by  the 
Secretary,  after  consultation  with  the  Attor¬ 
ney  General,  the  Administrator  of  Veterans' 
Affairs,  the  Federal  Home  Loan  Bank  Board, 
the  Federal  Deposit  insurance  Corporation, 
the  Board  of  Governors  of  the  Federal  Bo- 
serve  System,  and  the  Secretary  of  Agricul¬ 
ture. 

(d)  (1)  Any  person  or  persons  who  violate 
the  provisions  of  this  section  shall  be  fined 
not  more  than  $10,000  or  Imprisoned  for  not 
more  than  one  year,  or  both. 

(2)  In  addition  to  the  penalties  provided 
by  paragraph  ( 1 )  of  this  subsection,  any  per¬ 
son  or  persons  who  violate  the  provisions  of 
subsection  (s)  shall  be  Jointly  and  severally 
liable  to  the  person  or  persons  whose  busi¬ 
ness  has  been  referred  In  an  amount  equal 
to  three  times  the  value  or  amount  of  the 
fee  or  thing  of  value,  and  any  person  or  per¬ 
sons  who  violate  the  provisions  of  subsection 
(b)  shall  be  Jointly  and  severally  liable  to 
the  person  or  persons  charged  for  the  settle¬ 
ment  services  Involved  In  an  amount  equal 
to  three  times  the  amount  of  the  portion, 
spilt,  or  percentage.  In  any  successful  action 
to  enforce  the  liability  under  this  paragraph, 
the  court  may  award  the  court  costs  of  the 
action  together  with  a  reasonable  attorney's 
fee  as  determined  by  the  court. 
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(b)  Thing  of  value.  “Thing  of  value"  is 
broadly  defined  by  section  8(21  of 
RJSSPA  to  Include  any  payment,  ad¬ 
vance,  fund,  loan,  service,  or  other  con¬ 
sideration.  Under  section  8  of  RESPA,  a 
thing  of  value  may  be  provided  either 
directly  or  indirectly  to  the  person  refer¬ 
ring  settlement  business  and  can  take 
many  forms  including,  but  not  limited 
to,  monies,  things,  discounts,  salaries, 
commissions,  fees,  duplicate  payments 
of  a  charge,  stock,  dividends,  distribu¬ 
tions  of  partnership  profits,  credits  re¬ 
presenting  monies  that  may  be  paid  at 
a  future  date,  special  bank  deposits  or 
accounts,  banking  terms,  special  loan  or 
loan  guarantee  terms,  services  of  all 
types  at  special  or  free  rates,  and  sales 
or  rentals  at  special  prices  or  rates. 

(c)  Agreement  or  understanding.  An 
agreement  or  understanding  for  the 
referral  of  settlement  business  need  not 
be  verbalized  but  may  be  established  by 
a  practice,  pattern  or  course  of  conduct 
pursuant  to  which  the  payor  and  recipi¬ 
ent  of  the  thing  of  value  understand 
that  the  payment  is  in  return  for  the 
referral  of  business.  A  payment  that  Is 
made  repeatedly  and  is  connected  in  any 
way  with  the  volume  or  value  of  the 
business  referred  to  the.  payor  by  the 
recipient  is  presumptively  pursuant  to 
an  agreement  or  understanding. 

(d)  Payment  of  thing  of  value  for 
referral  of  business.  Any  person  who 
gives  and  any  person  who  receives  any 
fee,  kickback  or  thing  of  value  that  rep¬ 
resents  compensation  for  the  referral 
of  business  incident  to  or  a  part  of  a 
real  estate  settlement  service  is  in  viola¬ 
tion  of  section  8  of  RESPA.  The  fact  that 
the  payment  of  the  thing  of  value  does 
not  result  in  an  increase  In  the  charge 
made  for  the  settlement  service  by  the 
payor  in  the  particular  transaction  Is 
irrelevant  in  determining  whether  the 
payment  is  prohibited. 

(e)  Payment  for  goods  or  services  ac¬ 
tually  rendered.  The  payment  and  receipt 
of  a  thing  of  value  that  bears  a  reason¬ 
able  relationship  to  the  value  of  the 
goods  or  services  received  by  the  person 
or  company  making  the  payment  Is  not 
prohibited  by  RESPA  section  .8.  To  the 
extent  the  thing  of  value  Is  In  excess  of 
the  reasonable  value  of  the  goods  pro¬ 
vided  or  services  performed,  the  excess 
Is  not  for  services  actually  rendered  and 
may  be  considered  a  kickback  or  refer¬ 
ral  fee  proscribed  by  RESPA  section  8. 
The  value  of  the  referral  itself  (i.e„  the 
additional  business  obtained  thereby)  Is 
not  to  be  taken  into  account  In  deter¬ 
mining  whether  the  payment  Is 
reasonable. 

(f )  Exemptions.  The  following  are  not 
proscribed  by  RESPA  section  8: 

(1)  The  payment  of  a  fee  (a)  to  at¬ 
torneys  at  law  for  servloes  actually  ren¬ 
dered,  or  (b)  by  a  title  company  to  Its 
duly  appointed  agent  for  services  actu¬ 
ally  performed  In  the  Issuance  of  a  policy 
of  title  Insurance,  or  (c)  by  a  Lender  to 
Its  duly  appointed  agent  for  services 
actually  performed  In  the  making  of  a 
loan. 

(2)  Hie  payment  to  any  person  of  a 
bona  fide  salary,  compensation  or  other 
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payment  for  goods  or  facilities  actually 
furnished  or  for  services  actually  per¬ 
formed. 

(3)  Payments  pursuant  to  cooperative 
brokerage  and  referral  arrangements  or 
agreements  between  real  estate  agents 
and  brokers. 

(4)  Normal  promotional  and  educa¬ 
tional  activities  not  directly  conditioned 
on  the  referral  of  business  and  that  do 
not  involve  the  defraying  of  expenses 
that  otherwise  would  be  incurred  by  per¬ 
sons  in  a  position  to  refer  settlement 
business,  such  as  a  reception  by  a  title 
company,  free  seminars  on  title  matters 
to  professionals,  furnishing  property  de¬ 
scriptions  and  names  of  record  owners 
without  charge  to  persons  such  as 
Lenders,  real  estate  brokers  or  attorneys 
or  distribution  of  calendars  and  other 
promotional  material  of  nominal  value. 

(5)  Hie  waiver  by  a  Lender  of  the 
requirement  that  a  borrower  pay  a  pre¬ 
payment  penalty  provided  in  mortgage 
documents,  whether  or  not  such  waiver 
is  conditioned  upon  receipt  by  the  Lender 
of  a  loan  application  from,  or  the  making 
of  a  loan  to,  such  borrower  or  a  person 
purchasing  a  property  from  such  bor¬ 
rower.  This  exemption  is  established  pur¬ 
suant  to  authority  to  establish  exemp¬ 
tions  from  Section  8  of  RESPA;  and  is 
not  applicable  by  analogy  to  any  cate¬ 
gory  of  cases  other  than  waiver  of  pre¬ 
payment  penalties. 

(g>  Examples  of  violations  under  sec¬ 
tion  8.  The  following  are  examples  of 
violations  under  section  8  and  are  ap¬ 
plicable  by  analogy  to  other  providers 
of  settlement  services  in  addition  to 
those  specified  In  the  examples: 

(1)  A  title  company  pays  a  portion  of 
the  title  Insurance  premium  to  a  person 
who  performs  no  services  for  the  title 
company  other  than  placing  an  applica¬ 
tion  with  the  title  company. 

(2)  A  title  company  gives  a  discount 
or  allowance  for  the  prompt  payment  of 
a  title  insurance  premium  or  other 
charge  for  a  settlement  service  to  a  real 
estate  agent,  attorney  or  lender  as  a 
rebate  for  the  placement  of  business  with 
such  title  company. 

(3)  An  attorney  gives  a  portion  of  his 
fees  to  another  attorney,  a  Lender  or  a 
real  estate  agent  who  only  referred  a 
prospective  client  to  the  attorney. 

(4)  A  title  company  pays  a  “commis¬ 
sion”  to  a  corporation  that  Is  wholly 
owned  by  one  or  more  Lenders,  even 
though  such  corporation  performs  no 
substantial  services  on  behalf  of  the  title 
company. 

Appendix  A — Instructions  foe  Completing 
Uniform  Settlement  Statement  (HUD-1) 

The  following  are  Instructions  for  com¬ 
pleting  sections  A  through  L  of  the  Uniform 
Settlement  Statement  HUD-l,  required 
under  section  4  of  RESPA  and  called  Regu¬ 
lation  X.  This  form  Is  to  be  used  as  a 
uniform  statement  of  actual  costs  and  ad¬ 
justments  to  be  given  to  the  parties  In  con¬ 
nection  with  the  settlement.  The  Instruc¬ 
tions  for  completion  of  the  form  are 
primarily  for  the  benefit  of  the  persons  who 
prepare  the  statements  and  need  not  be 
transmitted  to  the  parties  as  an  Integral 
part  of  the  form.  Refer  to  Regulation  X 
of  the  Department  of  Housing  and  Urban  De- 
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vetopment  <24  CFR  Part  3500)  to  determine  If 
the  Uniform  Settlement  Statement  Is  legally 
required  to  be  used  In  a  particular  mortgage 
loan  transaction.  There  is  no  objection  of  the 
use  of  the  form  in  transactions  in  which  Its 
use  is  not  legally  required. 

GENERAL  INSTRUCTIONS 

Information  and  amounts  may  be  filled 
In  by  typewriter,  hand  printing,  computer 
printing,  or  any  other  method  producing  clear 
and  legible  results.  Copies  of  the  form  sent 
to  the  borrower  and  the  seller  may  be  carbon 
copies  or  other  clear  legible  copies.  Refer 
to  Regulation  X  regarding  rules  applicable  to 
printing  of  the  form.  An  additional  page  may 
be  attached  to  HUD-1  for  the  purpose  of 
including  customary  recitals  and  Informa¬ 
tion  used  locally  In  retd  estate  settlements, 
for  example,  a  breakdown  of  payoff  figures; 
a  breakdown  of  mortgagor's  total  monthly 
mortgage  payments;  chock  disbursements; 
a  statement  Indicating  rcestpt  of  funds; 
applicable  special  stipulations  between  buyer 
and  seller;  and  the  date  funds  are  trans¬ 
ferred.  The  reverse  skit  of  the  form  may 
be  used  Instead  of  an  additional  sheet. 

Where  charges  are  paid  outside  of  the 
settlement  (normally  by  separate  check) ,  but 
are  Included  In  the  requirements  of  I  8500.- 
8(b),  they  shell  be  stated  with  the  notation 
"P.O.C."  (Paid  outside  closing)  and  shall  net 
be  kMfroded  In  computing  totals.  In  accord¬ 
ance  with  i  3500.8(b),  charges  not  imposed 
upon  the  borrower  or  seller  by  the  Lender 
and  which  borrower  or  seller  contract  to  pay 
for  separately  outside  of  the  settlement,  need 
not  be  entered  on  HUD-1. 

LINE  ITEM  INSTRUCTIONS 

Instructions  for  completing  the  Individual 
Hems  on  the  form  follow.  Where  no  instruc¬ 
tions  are  given,  the  item  is  thought  to  be 
self  -explanatory. 

Section  A.  The  Lender,  title  company, 
other  firm,  or  other  person  conducting  set¬ 
tlement  and  preparing  the  form  may  insert 
its  name  and/or  logotype  in  Section  A. 

Section  B.  Check  appropriate  loan  type 
and  complete  the  remaining  items  as  appli¬ 
cable. 

Sections  D  and  X.  Fill  in  the  names  and 
current  mailing  addresses  and  zip  codes  of 
the  borrower  and  the  seller.  Where  there  Is 
more  than  one  buyer  or  seller,  the  name  and 
address  of  one  is  sufficient. 

Section  O.  The  street  address  of  the 
secured  property,  should  be  given.  If  there 
is  no  street  address,  a  brief  legal  description 
or  other  location  of  the  property  should  be 
inserted.  In  all  cases  give  the  zip  code  of  the 
property. 

Section  H.  Fill  in  name,  address,  and  zip 
code  of  settlement  agent;  address  and  zip 
code  of  "place  of  settlement." 

Section  J.  Summary  of  Borrower's  Transac¬ 
tion.  The  borrower  'may  be  given  a  copy  of 
the  form  which  does  not  contain  the  infor¬ 
mation  filled  in  under  "Summary  of  Seller’s 
Transaction”  (Section  K,  Series  400,  500,  and 
600  items). 

Lines  104  and  105  are  for  additional 
amounts  owed  by  the  buyer.  For  example, 
the  balance  in  the  seller’s  reserve  account 
held  by  the  Lender,  if  assigned  to  the  buyer 
In  a  loan  assumption  case,  will  be  entered 
here.  These  lines  will  also  be  used  when  a 
tenant  in  the  property  being  sold  has  not  yet 


paid  his  rent,  which  the  buyer  will  collect, 
for  a  period  of  time  prior  to  the  settlement. 
The  seller  will  be  credited  on  lines  404-408. 

Lines  106  through  112  are  for  items  which 
the  seller  had  paid  in  advance,  and  for  which 
the  buyer  must  therefore  reimburse  the 
seller.  Examples  of  items  for  which  adjust¬ 
ments  will  be  made  may  Include  taxes  and 
assessments  paid  in  advance  for  an  entire 
year  or  other  period,  when  settlement  occurs 
prior  to  the  expiration  of  the  year  or  other 
period  for  which  they  were  paid.  Additional 
examples  Include  flood  and  hazard  insurance 
premiums.  If  the  buyer  is  being  substituted 
as  an  Insured  under  the  same  policy;  mort¬ 
gage  insurance  in  loan  assumption  cases; 
planned  unit  development  or  condominium 
association  assessments  paid  in  advance;  fuel 
or  other  supplies  on  hand,  purchased  by  the 
seller,  which  the  buyer  will  use  when  buyer 
takes  possession  of  the  property;  and  ground 
rent  paid  In  advance. 

Line  203  is  used  for  oases  in  which  the 
buyer  is  assuming  or  taking  title  subject  to 
an  existing  loon  or  hen  on  the  property. 

Lines  204-209  may  be  used  In  eases  In 
whieh  the  saner  has  taken  n  trade-in  or 
other  property  from  the  buyer  In  port  pay¬ 
ment  for  the  property  being  sold.  They  may 
also  be  used  in  cases  In  whieh  a  seller 
(typically  a  bulkier)  Is  making  an  "allow¬ 
ance”  to  the  buyer  for  carpets  or  drapes 
which  the  buyer  Is  to  purchase  on  his  own. 
Sueh  an  allowance  should  also  be  entered  on 
Hues  006  to  509. 

Lines  210  through  219  are  for  items  whieh 
have  not  yet  been  paid,  and  whieh  the  buyer 

is  expected  to  pay,  but  which  are  attribut¬ 
able  In  part  to  a  period  of  time  prior  to  the 
settlement.  In  Jurisdictions  in  which  taxes 
are  paid  late  In  the  tax  year,  most  cases  will 
show  the  proratlon  of  taxes  In  these  lines. 
Other  examples  Include  utilities  used  but 
not  paid  for  by  the  seller,  rent  collected  in 
advance  by  the  seller  from  a  tenant  for  a 
period  extending  beyond  the  settlement  date, 
and  interest  on  loan  assumptions. 

Line  303  may  Indicate  either  the  cash  re¬ 
quired  from  the  borrower  at  settlement  (the 
usual  case  in  a  purchase  transaction)  or  cash 
payable  to  the  borrower  at  settlement  (If,  for 
example,  the  buyer's  earnest  money  deposit 
exceeded  his  cash  obligations  In  the  trans¬ 
action).  The  appropriate  box  should  be 
checked. 

Section  K.  Summary  of  Seller’s  Trans¬ 
action.  The  seller  may  be  given  a  copy  of  the 
form  which  does  not  contain  the  informa¬ 
tion  filled  In  under  “Summary  of  Borrower’s 
Transaction”  (Section  J,  Series  100,  200,  and 
300  Items). 

Instructions  for  the  use  of  lines  106-112, 
above,  apply  also  to  lines  406  to  412. 

Line  601.  If  the  seller's  retd  estate  broker 
has  received  and  helde  an  earnest  money 
deposit  which  exceeds  the  commission  owed 
to  him,  and  if  he  will  tender  the  excess  de¬ 
posit  directly  to  the  seller,  rather  than 
through  the  settlement  agent,  the  amount  of 
excess  deposit  should  be  entered  on  line 
501. 

Line  803  is  used  If  the  purchaser  Is  assum¬ 
ing  or  taking  title  subject  to  existing  liens 
which  are  to  be  deducted  from  sales  price. 

Line  606  through  509  may  be  used  to  list 
additional  liens  which  must  be  paid  off 
through  the  settlement  to  clear  title  to  the 
property.  They  may  also  be  used  to  Indicate 
funds  to  be  held  by  the  settlement  agent  for 
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the  payment  of  water,  fuel,  or  other  utility 
bills  which  cannot  be  prorated  between  the 
parties  at  settlement  because  the  amounts 
used  by  the  seller  prior  to  settlement  are 
not  yet  known. 

Instructions  for  the  use  of  lines  510 
through  519  are  the  same  as  those  for  lines 
210  to  219  above. 

Section  L.  Settlement  Charges.  For  all 
items  except  those  paid  to  and  retained  by 
the  Lender,  the  name  of  the  person  or  firm 
receiving  the  payment  should  be  shown.  The 
column  which  relates  to  the  borrower’s 
transaction  may  be  deleted  from  the  copy 
of  the  form  which  will  be  furnished  to  the 
seller  and  the  column  which  relates  to  the 
seller’s  transaction  may  be  deleted  from  the 
copy  of  the  form  which  will  be  furnished  to 
the  borrower. 

Line  700.  If  the  sales  commission  paid  by 
the  seller  Is  based  on  a  percentage  of  the 
purchase  price,  enter  the  purchase  price,  the 
percentage,  and  the  dollar  amount  of  the 
total  commission  paid  by  the  seller. 

Lines  701-702  are  to  be  used  to  state  the 
split  of  the  commission  where  the  person 
conducting  the  settlement  disburses  por¬ 
tions  of  the  commission  to  two  or  more 
agents. 

Line  703.  If  the  broker  Is  retaining  a  part 
of  the  earnest  money  deposit  to  apply  to¬ 
wards  his  commission.  Include  In  lines  703 
only  that  part  of  the  commission  being  dis¬ 
bursed  at  settlement. 

Line  704  may  be  used  for  additional 
charges  made  by  the  sales  agent,  or  for  a 
sales  commission  charged  to  the  buyer,  which 
will  be  disbursed  by  the  settlement  agent. 

Line  801.  Enter  the  fee  charged  by  the 
Lender  for  processing  or  originating  the 
loan.  If  this  fee  Is  computed  as  a  percentage 
of  the  loan  amount,  enter  the  percentage 
in  the  blank  Indicated. 

Line  802.  Enter  the  loan  discount  charged 
by  the  lender,  and.  If  It  Is  computed  as  a 
percentage  of  the  loan  amount,  enter  the 
percentage  In  the  blank  Indicated. 

Line  803.  Enter  appraisal  fees.  If  there  is 
a  charge  separate  from  the  origination  fee. 
The  VA  or  FHA  appraisal  fee  Is  included 
on  line  806. 

Line  805  is  used  only  for  Inspections  by 
the  lender  or  his  personnel.  Charges  for  other 
pest  or  structural  Inspections,  required  by 
Regulation  X  to  be  stated,  should  be  entered 
In  lines  1301-1305. 

Line  806  should  be  used  for  a  VA  appraisal 
fee,  FHA  application  fee  (which  covers  the 
cost  of  appraisal  for  the  agency  as  well),  or 
a  fee  required  by  a  private  mortgage  Insur¬ 
ance  company. 

Line  807  Is  provided  for  convenience  In  us¬ 
ing  the  form  for  loan  assumption  transac¬ 
tions. 

Line  901.  If  Interest  Is  collected  at  settle¬ 
ment  for  a  part  of  a  month  or  other  period 
between  settlement  and  the  date  from  which 
Interest  will  be  collected  with  the  first  reg¬ 
ular  monthly  payment,  enter  that  amount 
here.  If  such  Interest  Is  not  collected  until 
the  first  regular  monthly  payment,  no  entry 
should  be  made  on  line  901. 

Lines  1000-1008.  This  series  is  used  for 
amounts  collected  by  the  Lender  from  the 
borrower  and  held  In  an  account  for  the 
future  payment  of  the  obligations  listed  as 
they  fall  due.  In  many  Jurisdictions  this  is 
referred  to  as  an  “escrow,”  “Impound,”  or 


"trust"  account.  In  addition  to  the  Items 
listed,  some  Lenders  may  require  reserves  for 
flood  Insurance,  condominium  owners  asso¬ 
ciation  assessments,  etc. 

Lines  1100-1113.  In  many  jurisdictions  the 
same  person  (for  example,  an  attorney  or  a 
title  Insurance  company)  performs  several 
of  the  services  listed  in  this  series  and  makes 
a  single  undifferentiated  charge  for  such 
services.  In  such  cases,  enter  the  overall  fee 
on  line  1107  (for  attorneys),  or  line  1108  (for 
title  companies),  and  enter  on  that  line  the 
Item  numbera  of  the  services  listed  which  are 
covered  In  the  overall  fee.  If  this  Is  done,  no 
amounts  should  be  entered  for  the  Individ¬ 
ual  Items  which  are  covered  by  the  overall  fee. 

Line  1101.  Enter  here  the  fee  of  the  per¬ 
son  or  firm  conducting  the  settlement.  In 
some  Jurisdictions  this  is  termed  a  closing 
or  escrow  fee.  If  two  or  more  persons  or 
firms  make  charges  In  connection  with  the 
same  transaction,  enter  total  charges  In  the 
appropriate  columns,  and  indicate  the  break¬ 
down  of  charges  on  the  line  after  the  word 
“to."  v 

Lines  1102  and  1103.  In  some  Jurisdictions 
the  same  person  (for  example,  an  attorney) 
both  searches  the  title  (that  is,  performs 
the  necessary  research  In  the  records)  and 
examines  title  (that  Is,  makes  a  determina¬ 
tion  as  to  what  matters  affect  title,  and  pro¬ 
vides  a  title  report  er  opinion).  If  such  a 
person  charges  only  one  fee  for  both  serv¬ 
ices,  It  should  be  entered  on  line  1103.  If  sep¬ 
arate  persons  perform  these  tasks,  or  If  sep¬ 
arate  charges  are  made  for  searching  and  ex¬ 
amination,  they  should  be  listed  separately. 

Line  1105.  Enter  charges  for  preparation  of 
deeds,  mortgages,  notes,  etc.  If  more  than 
one  person  receives  a  fee  for  such  work  In 
the  same  transaction,  show  the  total  paid  In 
the  appropriate  column  and  the  Individual 
charges  on  the  line  following  the  word  “to.” 

Lines  1108-1110.  Enter  the  total  charge  for 
title  insurance  (except  for  the  cost  of  the 
title  binder)  on  line  1108.  Enter  on  lines 
1109  and  1110  the  individual  charges  for  the 
Lender’s  and  owner's  policies.  Note  that  these 
charges  are  not  carried  over  Into  the  borrow¬ 
er’s  and  seller’s  columns,  since  to  do  so  would 
result  In  a  duplication  of  the  amount  in  line 
1108.  If  a  combination  Lender’s/owner’s  pol¬ 
icy  is  available  show  this  amount  as  an  addi¬ 
tional  entry  on  line  1109  and  1110. 

Lines  1111-1113.  These  lines  are  for  the 
entry  of  other  title  charges  not  already  Item¬ 
ized.  Examples  In  some  Jurisdictions  would 
include  a  fee  to  a  private  tax  service,  a  fee 
to  a  county  tax  collector  for  a  tax  certificate, 
and  a  fee  to  a  public  title  registrar  for  a 
certificate  of  title  under  a  Torrens  Act.  Show 
the  Lender’s  attorney's  fee  if  any  on  lines 
1111-1113. 

Lines  1303-1305.  Enter  on  these  lines  any 
other  settlement  charges  not  referrable  to 
the  categories  listed  above  on  the  form,  which 
are  required  to  be  stated  by  Regulation  X. 
Examples  may  Include  structural  inspections 
or  pre-sale  Inspection  of  heating,  plumbing, 
or  electrical  equipment.  These  Inspection 
charges  may  Include  a  fee  for  insurance  or 
warranty  coverage. 

Line  1400.  Enter  the  total  settlement 
charges  paid  from  borrower’s  funds  and  sell¬ 
er’s  funds.  These  totals  are  also  entered  on 
lines  103  and  502,  respectively,  in  sections 
J  and  K, 
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L.  SETTLEMENT  CHARGES 

700.  TOTAL  SA LES/IIR OKF.R 5  COMMISSION  based  on  price  $  («t  %  = 

PAID  FROM 
BORROWER'S 

PAID  FROM 
SELLER'S 
FUNDS  AT 
SETTLEMENT 

Division  of  Commission  (line  7 00)  as  follows: 

701.  8  to 

FUNDS  AT 

r  1 

702.  t  to 

703.  Comma wi o«  paid  at  Settlement 

704. 

800.  ITEMS  PA  YABLE  IN  CONNECTION  WITH  LOAN 

801.  Loan  Origination  Fee  % 

802.  Loan  Diecount  % 

803.  AcpnM  Fh  to 

804.  Credit  Report  to 

808.  Lender's  Inspection  Fee 

806.  Mortgage  Insurance  Application  Fee  to 

807.  Assumption  Fee 

808. 

809.  ’ 

810. 

Bit. 

900.  /7ms  REQUIRED  BY  LENDER  TO  BE  PAID  IN  ADVANCE 

901.  Interest  from  .to  ®  S  /  day 

902.  Mortgage  Insurance  Premium  for  months  to 

903.  Hazard  Insurance  Premium  for  years  to 

904.  years  to 

905. 

1000.  RESERVES  DEPOSITED  WITH  LENDER 

1001.  Hazard  in  nuance  months  8  8  per  month 

1002.  Mortgage  insurance  months  8  $  per  month 

1003.  .  City  property  taxes  months  9  8  per  month 

1004.  County  property  taxes  months  #  1  per  month 

1005.  Annual  assessments  months  ®  *  pet  month 

1006.  months  @6  per  month 

1007.  months  9  $  per  month 

<1008.  months  ®$  per  month 

1100.  TITLE  CHARGES 

1101.  Settlement  or  dosing  fee  to 

1102.  Abstract  or  title  search  to 

1103.  Title  •xaminatiofi  .  to 

1104.  Title  insurance  binder  to 

1105.  Document  preparation  to 

1106.  Notary  fees  to 

1107.  Attorney’s  fees  to 

(includes  above  stems  numbers;  . 

HRSRflSHfflRflHSSQ 

.v.y.w.  ■7MSS«ot>!w 

1108.  Title  insurance  to 

( includes  above  items  numbers; 

mmm 

Sg&i 

1109.  Lender's  corerage  8 

11 

1110.  Owner’s  coverage  8 

?S3 

wmm 

1111. 

1112. 

1113. 

1200.  GOVERNMENT  RECORDING  AND  TRANSFER  CHARGES 

1201.  Recording  fees:  Deed  8  ; Mortgage  «  ;  Releases  8 

1 

1202.  City /county  tax /stamps:  Deed  8  ;  Mortgages 

1203.  State  tax /stamps:  Deed  8  ;Mortgage8 

• 

1204. 

1205. 

1300.  ADDITIONAL  SETTLEMENT  CHARGES 

1301.  Surrey  to 

1302.  Pest  Inspection  to 

-- 

1303. 

1304. 

1305. 

1400.  TOTAL  SETTLEMENT  CHARGES  (enter  on  lines  103.  Section  J  and  502,  Section  K) 

HUD-1  Her.  B/7« 
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Appendix  B — Facts  and  Comments  on  Sec¬ 
tion  8  Which  Provide  Further  Clarifica¬ 
tion  of  Regulations 

The  following  Illustrations  provide  addi¬ 
tional  guidance  on  the  meaning  and  ooverage 
of  Section  8  of  RESPA.  While  particular  Illus¬ 
trations  may  refer  to  particular  providers 
of  settlement  services,  such  Illustrations  are 
applicable  by  analogy  to  providers  of  settle¬ 
ment  services  other  than  those  specifically 
mentioned.  It  should  be  noted  that  other 
provisions  of  Federal  or  state  law  may  be 
applicable  to  the  practices  and  payments  dis¬ 
cussed  in  the  following  Illustrations. 

1.  Facts.  A,  a  provider  of  settlement  serv¬ 
ices,  mftint-ntn  and  abnormally  large  balance 
in  a  non-interest  bearing  account  with  B,  a 
mortgage  lender,  pursuant  to  an  under¬ 
standing  that  B  will  refer  borrowers  of  Fed¬ 
erally  Related  Mortgage  Loans  to  A  for  the 
purchase  of  settlement  se vices  in  connection 
with  the  settlement  of  such  loans. 

Comments.  Allowing  B  to  use  the  deposited 
funds  at  no  Interest  appears  to  be  a  thing 
of  value  given  by  A  to  B  pursuant  to  an 
agreement  or  understanding  that  business 
Incident  to  a  real  estate  settlement  shall  be 
referred  to  A  In  violation  of  Section  8  of 
RESPA.  The  maintenance  of  any  accounts 
reasonably  needed  by  A  in  the  normal  course 
of  Its  business  would  not  be  a  violation  of 
Section  8. 

3.  Facts.  B,  a  lender  of  Federally  Related 
Mortgage  Loans,  pays  A,  a  real  estate  agent, 
a  fee  of  826  per  transaction  purportedly  for 
services  performed  such  as  arranging  for  B’s 
appraiser  to  visit  the  property.  The  purported 
services  for  which  the  fee  Is  paid  are  services 
that  real  estate  agents  frequently  perform  as 
part  of  their  services  and  the  fee  Is  really  In¬ 
tended  to  enable  B  to  compensate  A  for  re¬ 
ferring  potential  borrowers  to  B. 

Comments.  Both  A  and  B  are  In  violation 
of  Section  8  of  RESPA,  since  the  fee  Is  being 
paid  In  compensation  for  the  referral  of  busi¬ 
ness  rather  than  for  legitimate  services  ac¬ 
tually  rendered  by  B  on  behalf  of  A. 

3.  Facts.  A,  a  provider  of  settlement  serv¬ 
ices,  provides  settlement  services  at  abnor¬ 
mally  tow  rates  or  at  no  charge  at  all  to  B, 
a  bufider.  In  connection  with  a  subdivision 
being  developed  by  B.  B  agrees  to  refer  pur¬ 
chasers  of  the  completed  homes  In  the  sub¬ 
division  to  A  for  the  purchase  of  settlement 
services  In  connection  with  the  sale  of  In¬ 
dividual  lota  by  B. 

Comments.  Use  rendering  of  services  by 
A  to  B  at  little  or  no  charge  constitutes  a 
thing  of  value  given  by  A  to  B  In  return  for 
the  referral  of  settlement  business  and  both 
A  and  B  are  In  violation  of  Section  8  of 
RESPA. 

4.  Facts.  B,  a  Lender,  encourages  persons 
who  receive  Federally  Related  Mortgage 

from  It  to  employ  A,  an  attorney,  to 
search  title  and  perform  related  settlement 
services  In  connection  with  their  transac¬ 
tion.  B  and  A  have  an  understanding  that  In 


return  for  the  referral  of  this  business  A  will 
provide  legal  services  to  B  or  B's  officers  or 
employees  at  abnormally  low  rates  or  for  no 
charge. 

Comments.  Both  A  and  B  are  In  violation 
of  Section  8  of  RESPA. 

6.  Facts.  A,  a  provider  of  settlement  serv¬ 
ices,  pays  referral  fees  to  persons  who  refer 
settlement  business  on  commercial  real  es¬ 
tate  to  A. 

Comments.  While  commercial  transactions 
are  not  oovered  by  RESPA.  the  payment  of 
such  referral  fees  would  be  a  violation  of 
Section  8  If  they  Involve  Indirect  compensa¬ 
tion  for  the  referral  of  settlement  business 
covered  by  RESPA. 

6.  Facts.  A,  a  real  estate  broker,  obtains  all 
necessary  licenses  under  state  law  to  act  as 
a  title  Insurance  agent.  A  refers  Individuals 
who  are  purchasing  homes  In  transactions  In 
which  A  participates  as  a  broker  to  B,  a 
title  company,  for  the  purchase  of  title  In¬ 
surance  services.  A  fills  out  a  simple  form 
but  perforins  no  other  services  In  connection 
with  the  Issuance  of  the  title  Insurance  pol¬ 
icy.  B  pays  A  a  commission  for  the  transac¬ 
tion. 

Comments.  The  payment  of  a  commission 
by  B  to  A  under  circumstances  where  no 
substantial  services  are  being  provided  by  A 
to  B  Is  a  violation  of  Section  8  of  RESPA. 

7.  Facts.  A,  a  "mortgage  originator”  or 
"mortgage  broker",  receives  loan  applications 
and  refers  borrowers  to  lenders  for  a  fee. 

Comments.  If  A  performs  services  such  as 
obtaining  credit  and  appraisal  Information  or 
preparing  an  application  for  mortgage  Insur¬ 
ance  or  guarantee  which  are  of  value  to  the 
Lender  paying  the  fee,  without  reference  to 
the  referral  value  of  such  services,  and  the 
fees  paid  bear  a  reasonable  relationship  to  the 
value  of  such  services,  the  payment  of  such 
a  fee  would  not  be  In  violation  of  Section  8 
Of  RESPA. 

8.  Facts.  A,  a  title  Insurance  company,  pro¬ 
vides  among  Its  other  services  an  "Insured 
Closing  Service  Letter".  Under  this  letter, 
for  which  no  separate  or  additional  charge 
Is  made,  the  company  agrees  to  provide  In¬ 
demnity  against  loss  due  to  certain  fraudu¬ 
lent  or  negligent  acts  of  the  company’s 
policy-issuing  agents  or  approved  attorneys 
in  complying  with  cloBlng  Instructions  and  In 
conducting  the  closing  of  any  transaction  In 
connection  with  which  a  policy  of  title  In¬ 
surance  Is  to  be  Issued  by  A. 

Comments.  Where  A  has  provided  such  an 
Insured  Closing  Service  Letter  to  a  specified 
person  and  the  protection  afforded  thereby 
Is  effective  without  regard  to  whether  the 
particular  case  was  referred  to  A  by  the  per¬ 
son  receiving  protection  under  such  letter, 
the  provision  of  the  letter  would  not  be  pur¬ 
suant  to  an  agreement  or  understanding  that 
settlement  services  be  referred,  and  therefore 
not  In  violation  of  Section  8. 

9.  Facts.  A,  a  service  corporation,  Is  a  title 
Insurance  agent  for  B,  a  title  Insurance  com¬ 
pany.  The  search  and  examination  of  title. 
In  connection  with  applications  for  title  In¬ 


surance  policies  prepared  by  A,  are  performed 
by  employees  of  B.  Employees  of  B  also  make 
any  determinations  as  to  the  Insurability  of 
title.  A  Issues  title  Insurance  policies  on  be¬ 
half  of  B  and  receives  a  commission  equal 
to  the  amount  paid  other  title  Insurance 
agents  In  the  community.  Including  other 
agents  of  B,  who  perform  the  title  search  and 
examination  as  well  as  prepare  and  Issue  the 
title  Insurance  policy. 

Comments.  While  A  may  be  performing 
some  real  service  for  B.  the  fact  that  the 
amount  of  the  commission  received  by  A  is 
equal  to  the  commissions  customarily  paid 
to  full-service  title  Insurance  agents  who  per¬ 
form  substantially  greater  and  more  valuable 
services  Indicates  that  the  commission  paid 
by  B  to  A  Is  really  Intended  to  compensate  A 
for  the  referral  of  business.  The  amount  by 
which  the  commission  exceeds  the  reason¬ 
able  value  of  the  services  rendered  by  A  to  B 
would  be  a  referral  fee  prohibited  by  Section 
8  of  RESPA.  Section  8  does  not  prohibit 
variations  In  the  amount  of  commissions  that 
may  be  paid,  nor  does  It  require  that  the 
quantum  of  services  rendered  be  Identical  In 
all  cases,  so  long  as  services  significant  to  the 
Issuance  of  a  title  Insurance  policy  are 
rendered  and  the  amount  of  the  commission 
bears  a  reasonable  relationship  to  the  services 
rendered. 

10.  Facts.  A,  a  real  estate  broker,  refers 
title  business  to  B,  a  company  that  Is  a 
licensed  title  agent  for  C,  a  title  Insurance 
company.  A  Is  part  owner  of  B.  B  performs 
the  title  search  and  examination,  makes  de¬ 
terminations  of  Insurability  and  issues  a 
policy  of  title  Insurance  on  behalf  of  C, 
for  which  C  pays  B  a  commission.  B  pays 
annual  dividends  to  Its  owners.  Including  A, 
based  on  the  relative  amount  of  business 
each  of  its  owners  refers  to  B. 

Comments.  While  the  payments  of  a  com¬ 
mission  by  C  to  B  Is  not  a  violation  of  Section 
8  of  RESPA,  If  the  amount  of  the  commis¬ 
sion  constitutes  reasonable  compensation 
for  the  services  performed  by  B  for  C,  the 
payment  of  a  dividend  or  the  giving  of  any 
other  thing  of  value  by  B  to  A  that  Is  based 
on  the  amount  of  business  referred  to  B  by 
A  constitutes  a  violation  of  Section  8.  Simi¬ 
larly,  If  the  amount  of  stock  held  by  A  in  B 
(or.  If  B  were  a  partnership,  the  distribution 
of  partnership  profits  by  B  to  A)  varied  In 
proportion  to  the  amount  of  business  re¬ 
ferred  or  expected  to  be  referred,  or  If  B 
retained  any  funds  for  subsequent  distribu¬ 
tion  to  A  where  such  funds  were  generally 
In  proportion  to  the  amount  of  business  A 
referred  to  B,  such  arrangements  would  con¬ 
stitute  violations  of  section  8. 

Constance  B.  Newman, 
Assistant  Secretary  far  Con¬ 
sumer  Affairs  and.  Regulatory 
Functions,  U.S.  Department 
of  Housing  and  Urban  Devel¬ 
opment. 
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